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E.O. 11652: N/A 
TAGS: ETRD, MTN 

SUBJECT: BORDER TAX ADJUSTMENTS 

1. IN RECENT DAYS I HAVE REMINDED OTHER DELEGATIONS OF 
THE DEEP-SEATED CONCERNS OF MANY INDUSTRIAL ADVISORY 
GROUPS IN THE U.S. AND MEMBERS OF CONGRESS ABOUT THE DIS- 
EQUILIBRIUM INHERENT IN GATT TREATMENT OE REBATES OF 
INDIRECT VERSUS DIRECT TAXES. I HAVE SUGGESTED THAT 
ALTHOUGH THIS ROUND OF NEGOTIATIONS MAY NOT SETTLE THE 
ISSUE, THE U.S. RESERVES THE RIGHT TO REDRESS ANY TRADE 
DISTORTING DEFECTS WE EXPERIENCE FROM BORDER TAX ADJUST- 
MENTS AND WILL LIKELY BE PRESSING FOR WAYS TO DO SO. 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 GENEVA 09191 161849Z 


2. ONE POSSIBILITY, EVEN AS A DECLARATION BEEORE THE END 
OF THE TOKYO ROUND, IS TO CALL FOR A RECONVENING OF THE 
GATT WORKING PARTY ON BORDER TAXES, WHICH DIRECTOR GENERAL 
LONG SAYS STILL EXISTS. ONE AIM MIGHT BE TO HAVE THAT 
GROUP CONSIDER ESTABLISHING A CONSULTATIVE ARRANGEMENT ON 
BTA'S. THIS COULD INCLUDE A REQUIREMENT FOR NOTIFICATION 
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OF BTA'S EMPLOYED BY CONTRACTING PARTIES, A MONITORING 
ACTIVITY TO OBSERVE AND REPORT SHIFTS IN BTA TAX PRACTICES, 

AND PERHAPS EVEN A DISPUTE MANAGEMENT FRAMEWORK FOR 
REVIEWING EXTREME CASES. 

3. AT LEAST ONE DELEGATION (CANADA) WITH WHOM I HAVE 
DISCUSSED THIS BTA CONSULTATIVE ARRANGEMENT WOULD SUPPORT 
SUCH AN IDEA. MCDONALD 
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